
STATE OF

STATE TAX

NEW YORK

COMMISSION

In the Matter of the PetLt ion
of

Ideal Corporatlon

for Redeternlnation of a Defl.clency or Revision
of a Determinatlon or Refund of Corporatl-on
Franchise Tax under Article(s) 9A of the Tax
Law fo r  the  Years  L972,  1973 & 1975.

AFFIDAVIT OF MAILING

State of New York :
s s .  3

County of Albany :

David Parchuck/Janet M. Snay, belng duly sworn, deposes and says that
he/she is an employee of the State Tax Conrmlssion, that he/she is over 18 yearg
of age, and that on the 19th day of June, 1986, he/she served the withln not lce
of Decislon by certlfied mail upon Ideal Corporation the petitloner ln the
within proceedLng, bY enclosing a true copy thereof ln a securely sealed
postpaid wrapper addressed as fol l -ows:

Ideal Corporatlon
1000 Pennsylvania Avenue
Brooklyn, NY 11207

and by depositlng same enclosed ln a postpaid properly addressed wrapper ln a
post office under the exclusive care and custody of the Unlted States Postal
Servlce r{'ithin the State of New York.

That deponent further says that the said addressee ls the petltioner
hereln and that the address set forth on satd wrapper ls the Last known address
of the pet i t ioner.

Sworn to before me thLs
19th  day  o f  June,  L986.



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion
o f

Ideal Corporatl-on

for Redetermlnation of a Deflclency or Revlslon
of a Determination or Refund of Corporation
FranchLse Tax under Articl-e(s) 9A of the Tax
Law fo t  the  Years  L972,  1973 & 1975.

AFFIDAVIT OF MAILING

State of New York :
s s .  :

County of Albany :

David Parchuck/Janet M. Snay, being duLy sworn, deposes and says that
he/she is an enployee of the State Tax Comnisslon, that he/she Ls over 18 years
of age, and that on the 19th day of June, 1986, he served the wlthln not lce of
Deciston by certified mall upon Ellis L. Reemer, the representatLve of the
petltloner Ln the withln proceeding, by enclosing a true copy thereof in a
securel-y sealed postpaid hrrapper addressed as follows:

El-lls L. Reemer
Gordon, Hurwit,z, Butowsky, Baker, tr' leitzen & Shalov
101 Park Avenue
New York, NY 10178

and by deposltlng same enclosed in a postpaid properl-y addressed wrapPer tn a
post office under the exclusive care and custody of the Unlted States Postal
Service wlthin the State of New York.

That deponent further says that the sald addressee ls the rePresentatlve
of the petltLoner hereln and that the address set forth on sald ltraPPer ts the
last knourr address of the representative of the petltloner.

Sworn to before me this
19 th  day  o f  June,  1986.

ter oatt o
Law sect lon L74



STATE OF  NEW YORK
STATE TAX COMMISSION

ALBANY,  NE Id  YORK L2227

June 19,  1986

Ideal Corporatlon
1000 Pennsylvanla Avenue
Brooklyn, NY LL207

Gentlemen:

Please take notLce of the of the State Tax Comnlssl"on enclosed herewith.

You have now exhausted your rtght of revlew at the adnl.nl.stratlve l-evel.
Pureuant to sectlon(s) 1090 of the Tax Law, a proceeding Ln court to revLelt an
adverse declslon by the State Tax Connisslon nay be instituted only under
Artlcle 78 of. the Clvll Practice Law and Rules, and must be commenced ln the
Supreme Court of the State of New York, Albany County, lrlthl-n 4 months from the
date of this not lce.

InquLrles concernLng the computatl.on of tax due or refund alLowed Ln accordance
with this declsion may be addressed to:

NYS Dept. Taxatlon and Finance
Audlt Evaluatlon Bureau
Assessment Revl.ew Unlt
Buildlng /i9, State Campus
Albany, New York 12227
Phone # (518) 457-2086

Very truly youra'

STATE TAX COMMISSION

cc: Taxlng Bureaurs Representat ive

Petitloner t s Representattve :
E1-L1s L. Reemer
Gordon, Hurwitz, Butowsky, Baker, Weitzen & Shalov
101 Park Avenue
New York, NY 10178



STATE OF NEW YORK

STATE TAX COMMISSION

In the I'latter of the Petltlon

o f

IDEAL CORPORATION

for RedetermlnatLon of a Deflciency or for
Refund of Corporatlon Franchise Tax under
ArtLcle 9-A of the Tax Law for the Flscal- Years
Ended June 30, L972 and June 30, L973.

DECISION

PetLtioner, Ideal Corporation, 1000 Pennsylvania Avenue, Brooklyn' New

York 11,207, flt-ed a petition for redetermlnatlon of a deflciency or for refund

of corporatlon franchise tax under Artlcle 9-A of the Tax Law for the flscal

years ended June 30, 1972 and, June 30, 1973 (fll-e No. 2428L).

A hearing was held before Doris E. Steinhardt,  I learLng Off icer,  at  the

offLces of the State Tax CommLssLon, Two l,lorld Trade Center, New York, New

York, on October 10, 1985 at 9:15 A.M., wlth al- l -  br lefs to be subnlt ted by

March 28, 1986. Pet i t ioner appeared by Gordon, Hurwltz,  Butowsky'  Weltzenr

ShaLov & Wein, Esqs. (El l is L.  Reemer, Esq. and June Brett ler,  Esq.,  of  couneel) .

The Audit Dlvisl.on appeared by John P. Dugan, Esq. (Willtan Fox, Esq.' of

counsel-) .

rssuEs

I .  Wtrether pet i t ionerrg method of computing l ts el ig ible buslness facl l l ty

credit durlng the fiscal years at issue, whLch nethod excluded lnventory from

the denomlnator of the fraction contained ln the statutory formula for determlnlng

such credlt ,  was proper.

II. I 'Ihether, assumlng petitlonerrs method of computlng lts eJ-iglble

business facllity credlt during the fiscal- years at l-ssue was improper, the
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Audit Divislon may be estopped from disall-owing such credLt because of petltionerrs

rel-lance to its detriment upon representations made by the Job Incentive Board

of the New York State Department of Connerce.

FINDINGS OF FACT

1. On October 15, L976, the Audlt  Dl-vls lon issued to pet i t loner '  Ideal

CorporatLon, a separate Not ice of Def ic iency for each of pet l t lonerts f lscal-

years ended June 30, 1972 and June 30, L973, respectively, asserting addltl.onal

tax and lnterest due under Article 9-A of the Tax Law ln amounts as follows:

Year Ended Addltional Tax Due Interest Total

6130172
6  / 30173

$L9 ,782 .65
$37  ,648 .48

$4 ,846 .75  $24 ,629 .40
$8 ,706 .2L  $46 ,354 .69

2. The additional- tax and Lnterest asserted due was the result of a field

audit of petitionerrs parent corporation, Parker-Hannifin Corporation. 0f the

$57,431.13 in addlt l "onal tax asserted due by the Audit  Dlvis ion, $9'802.00 was

based on an adjustment made by the auditor for fl-scal year ended June 30, L972

whereby 90 percent of the lnterest paid to petltlonerfs sharehoLders during

that year was added back to petitionerts net income. Petitioner did not take

lssue wlth thls adjustment.

3. The remaLning $47,629.13 ln addlt lonal-  tax asserted due by the Audlt

Dlvis ion was based upon a recalcuLat ion of pet l t ionerrs el igible business

facllity tax credlt to refl-ect the Audlt Dlvisionfs inclusion of lnveirtory ln

the denoml.nator of the fractlon of the statutory formula. It is thls adJustment

whlch pet l t loner raised as an Lssue.
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4. Durlng the period at issue, petltloner was a Delaware corporation

engaged ln the manufacture of autonotive replacement parts such as hose clamps'

slgnal f lashers, thermostats,  and also clanps for lndustr ial  use. l

5.  During the late 1960rs, pet i t ioner,  having determLned that t t  had

outgrovm lts then-exlstlng facilltles ln Brooklyn, New York, sought to expand

and relocate. Petltioner became alrare of the possibillty of receivlng certaln

tax benefl.ts under the New York State Department of Comnercers Job Incentive

Board program lf petitloner relocated or expanded to an eligible area in New

York State. Prior to naklng a deternlnatl.on as to its relocatlon and expanslon,

pet l t ionerts representatLves met wtth representat ives of the Job Incent lve

Board (rrJIBrr) to calculate the amount of potentlal tax credlts for petitLoner

under the JIB program. In naking such calculations, the JIB representatives

dLd not lnclude lnventory Ln either the numerator or denominator of the statutory

formula. The JIB representatlves advised petltioner's representatlves that the

manner ln whlch the potential- tax credits were calcuLated rf,as proper pursuant

to sect ion 210.11(b) of the Tax Law. Pet i t ioner subsequentLy declded to

relocate and expand its buslness ln an eLlglb1e area in Brooklyn' New York.

The tax advantage as understood by petitionerts representatives based upon

discussions with JIB representatives was one among several factors considered

by pet l t loner in l ts determlnat ion.

6. Petitioner rras among the first partlclpants in the

in contact lrlth JIB representatives at various times during

JIB

the

program and was

years at lssue.

During the period at lssue and until 1980,
subsldiary of Parker-Hannifln Corporatlon.
exlst as a separate corporatLon and became
Parker-Hannif ln Corporation.

petitioner was a wholly-owned
In 1980, pet l t ioner ceased to

a division wlthin
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At no tine did any JIB representatlve indLcate to any representative of petl.tloner

that inventory should have been lncluded Ln the denominator of the statutory

formula used to determLne the amount of the credlt.

7.  In addit lon to the not lces referred to ln Finding of Fact "1",  the

Audlt DlvLslon al-so Lssued to petLtloner a Notice of Deficiency on March 28,

1979 assertlng additlonal tax due under ArtlcLe 9-A of the Tax Law for flscal

year ended June 30, L975. Pet i t ioner f i led i ts return for that f lscal  year on

Aprl l -  9,  1976. ThLs not lce rras also premlsed upon a recalculat lon of pet i t lonerrs

e1-lgibl-e business faclllty tax credlt ln the manner set forth ln Findlng of

Fac t  t t 3 t t .

8 .  PetLt ioner  d ld not  f l l -e  a pet i t lon wl th respect  to  the Not lce of

Deficlency issued to l t  on March 28, Lg7g.2

9. Pet l t ioner contended that a proper interpretat ion of the statutory

fornula by which its credlts were computed excluded lnventory from the calculatlon.

Petitloner further argued that subsequent amendments to the relevant statutes,

whlch amendments expllcitl-y exclude inventory from the statutory formula,

merely clar i f led the statute as i t  existed during the period at issue. Final ly,

petitLoner contended that even if its statutory interpretation ltas lncorrect,

its relLance upon the advlce of the JIB estops the Audtt Dlvision from lmposlng

and col-lecting the tax at lssue herein, and that to allow the Audlt DLvLsion to

prevall ln this matter would result ln a |tnanLfest injusticert to petitioner.

This fail-ure to
ended June 30,
Audit DLvislon,
hearlng by both

f i le a petLt lon wlth respect to pet i t ionerrs f lscal  year

1975 was apparently overl-ooked by both petltloner and the
for evidence regarding that year was introduced at the
part les and neither party raised this issue.
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10. It ls undisputed that durl.ng the period at lssue petitloner owned and

operated an eliglbl-e busLness facility as deflned ln sectlon 115 of the Conrmerce

Law and hras therefore allowed certaln tax credits against lts corporatton

franchise tax. The lssue to be determined herein. is the manner ln which such

credits are to be calculated.

CONCLUSIONS OF LAT{

A. That sect lon 210.11(b) of the Tax Law provides a formula by which the

amount of credit for owning or operatlng an ellgible business faclllty ls

determined. During the f iscal  years at lssue, said sect ion provlded as fol lows:

"(b) The amount of the credlt allowable ln any taxable year shall be
the sum determined by nuLttpl-ying the tax otherwise due by a percentage
to be determined by:

(1) ascertalning the percentage which the total  of  el lg lble
property val-ues during the perlod covered by tts rePort' as
defined in paragraph (d) of this subdivislon and as certifted by
the New York state job Lncentlve board, bears to the average
value of al-l- the taxpayerrs real- and tanglble personal ProPerty
withLn the state during such perlod. For the purposes of thls
subparagraph onl-y, the taxpayerrs real- and tangible personal
property shal-l lnclude not only such property owned by the
taxpayer but also property rented to it, and the val-ue of rented
property shaLl- be deemed to be elght tlmes the net annual rental
rate, that ls, the annual rental rate Paid by the taxpayer less
any annual rental rate recelved by the taxpayer from subrentals.

(2) ascertainlng the percentage which the total wages' salaries
and other personal servlce compensatlon during such perlod, of
employees'  except general  execut lve off icers, servlng ln Jobs
created or retained in an eJ-igibl-e area by such business faciL1ty,
as certified by the New York state job incentlve board' bears to
the total nages, salaries and other personal servlce compensatlont
durLng such period, of al-L the taxPayerrs employees wLthLn the
state except general  execut lve off icers.

(3) adding together the percentages so determLned and divldlng
the result by two; provided, however, that !f no wages, salarles
or other personal servlce compensatlon were pald or Lncurred by
the taxpayer durLng such period to employees wlthln the state
other than general executive offlcers, subparagraph two shall- be
disregarded and the anount of credit allowable shall- be determLned
by multiplylng the tax otherwlse due by the percentage specifled
ln subparagraph one.tt
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B.  That  subd iv l .sLon (b ) (1 )  o f  sec t ion  210.11  was amended by  t .  1976,

Ch. 924, which amendment was effective as of JuLy 27, L976 (after the flscal

years herein at issue) and provided as fol-Lows:

r'(b) The amount of the credit al-l-owable ln any taxable year shall be
the sum determined by nultlplying the tax otherwise due by a percentage
to be determined by:

(1) ascertalning the percentage which the total of eliglble
property val-ues during the perlod covered by lts report' as
defined in paragraph (d) of this subdLvlsion, bears to the
average vaLue of all the taxpayerts real and tanglbLe personal
property except for Lnventory lrithln the statg duTlng jsuch
period. For thE puiposEs of this subparagraph only, the tax-
payeirs real- and tangLbJ-e personal property shal-I- lnclude not
only such property owned by the taxpayer but also Property
rented to it, and the value of rented property shal1 be deened
to be eight times the net annual rental rate, that l-s, the
annual rentaL rate pald by the taxpayer less any annual rental
rate received by the taxpayer from subrentals.rr (Enphasis
suppl led. )

C. That the speclfic issue to be declded Ls whether inventory nas to be

lncluded as part of the (average) value of "a11 the taxpayer's real and tanglble

personal propertytt in computing the credit at lssue durlng years prLor to the

effective date of the above-noted amendment which speciftcall-y excluded Lnventory

from such conputatlon.

D. That thls Conrmlsslon has prevlousl-y interpreted sect ion 210.11(b) of

the Tax Law, as Ln force during the years at lssue, and reached the followlng

conclusion:

ttThat prJ-or to the effectLve date of the anendnent, inventory
Iras properly includable as part of the taxpayerrs real- and tangible
personal property for purposes of conputLng the amount of all-owable
credlt. Petitlonerrs assertlon that the amendment merely clarifLed
the exlsting state of the t-aw (and the interpretatlon gLven by the
Department of Commerce and adopted by petittoner on lts returns
during the years at lssue) is rejected. Sect lon 208.f l  of  Art lc le
9-A of the Tax Law defines rtangible personal propertyt to mean
tcorporeal-  personal propert l r  such as machlnery'  toos (sic),  lnple-
ments, goods, wares and merchandlse, and does not mean mon€lr deposlts
ln banks, shares of stock, bonds, notes, credlts or evLdences of an
Lnterest in property and evidences of debt. t Inventory clearl-y fa1ls
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nithin thls deflnition. Moreover, the legisLaturers aforementloned
amendment to Tax Law sect ion 210.11(b)(1) specif ical ly excluded
inventory from the computation, and there \ras no language contained
ln such amendment or any other lndlcation gLven that such amendment
lras to be retroactlve to prior years. The effect of the amendment
was to enl-arge the amount of the credit available. It Ls presumed
that the legisl-ature acts ldth a purpose, and that here the purpose
lrras to expand the amount of the credit beyond that orlglnally alLow-
able, specificalLy by ellninatlng lnventory from the calcuLatLon.rl
Matter of  Dlnare Corp.,  State Tax Comission, December 31r 1984.

?etltioner has falled to convince thls Conrmisslon that its prior lnterpretatlon

of this statute was improper.

E. That wlth respect to pet i t ionerrs clalm of estoppel,  al though pet l t loner

reLled to l ts detr iment upon an erroneous interpretat l .on of sectLon 210.11(b)

of the Tax Law by representatives of the Job Incentlve Board of the New York

State Departnent of Coumerce, the Long-standing rule agalnst lnvoklng estoppel

against taxlng authorlties ls nonetheless appl-icable ln the lnstant situatl.on.

See Matter of Jamestown Lodge 1681 Loyal- Order of Moose, Inc. (Catherwood)r 31

A.D.2d 981 (3rd Dept.  1969).  Thls CommlssLon w111 not be bound by lnterpretat lons

of the Tax Law made

wholly unreasonable

Further, inasmuch as

by representat ives

for the pet i t loner

the error made

of the Job Incentive Board' and lt was

herein to reJ-y on any such interpretations.

the JIB representatives lnvolved anby

1s Schustererror of l-aw, the estoppeL doctrl-ne

v .  Commiss ioner ,  312 F .2d  3 I1  (9 th  C i r .

lnappllcable ln any case. See

1962) .

F. That lnasmuch as petLtloner has not flled a petitlon wlth resPect to

the Notice of Deflciency lssued to lt on March 28, L979, thls Conmlsslon lacks

jurisdiction to make any deternination wlth respect to sald Notice of Deflciency

( T a x  L a w  $ $  1 0 8 1 ( b ) ,  1 0 8 9 ( b )  a n d  2 0  N Y C R R  6 0 1 . 3 ( a ) ) .



G. That the pet i t ion of

def lc iency dated Oetober 15,

DATED: Albany, New York

-8-

Ideal Corporatlon is denl-ed and

L976 axe sustalned.

STATE TAX COMMISSION

the notlces of

JUN r 91986


